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he mountains around the Gallatin Valley may be 
impressive, but they just weren’t high enough to keep 
out a national economic downturn.
       As economists acknowledged a U.S. recession 

that has now stretched out for more than a year, Bozeman in 
2008 found that it was not immune from those pressures. A 
slowdown in the formerly red-hot construction sector and a 
decline in real estate prices dealt a double blow to the local 
economy, and increasing unemployment and tightening credit 
standards added to the uncertainty.
 “The national economic downturn has definitely been 
felt here,” says Bob Hietala, the CEO of Prospera Business 
Network. “And most of the businesses that we work with are 
expecting 2009 to be challenging.”
 The University of Montana’s Bureau of Business and 
Economic Research (UM BBER) downgraded its expectations 
of growth in the area, with center director Paul Polzin saying 
at the BBER’s annual seminar that he expects things to get 
worse before they get better. The BBER predicts shrinkage for 
Bozeman’s economy at a rate of about 0.6 percent in 2009, pos-
sibly worse if the slowdown migrates into other sectors.
 While local business watchers are largely in agreement 

Down 
 But 
Not Out

 In some cases, she notes, entire subdivisions 
have been pulled off the market.
 “It’s called a land bank,” she explains. “Some-
one will come in, recognize that there is too much 
inventory in the market, pull that subdivision 
off for a couple of years, let prices stabilize and 
increase, and then come back into the market. That 
would be incredibly healthy for our market, and 
we’ve seen a lot of interest in that.”
 In 2008, the Bozeman market saw reductions 
in both number of sales and average sale prices, 
though the declines were not dramatic. For exam-
ple, 2008 saw 296 single-family homes sold, while 
331 such homes were sold in 2007. The average 
sales price for those homes, meanwhile, dropped 
from $337,683 to $320,342. 
 In general, Erlenbush says, new inventory 
in the residential sector is on the decline, which 
should help in 2009. She also notes that Bozeman 
and Livingston were recently ranked among the top 
25 housing markets for real estate appreciation in 
2009 by HousingPredictor.com.
 “This area is going to continue to be desirable 
in the future,” she says.
 Still, she admits that 2009 is likely to have its 
challenges as well — though not, perhaps, as many 
as elsewhere.
 “We are going to have to work through the 
credit crisis and the inventory of foreclosed prop-
erties,” Erlenbush says. “Our foreclosure rates are 
among the lowest in the nation, but there are still 
foreclosures.”
 One upside in the local market is that most 
foreclosures here are related not to job loss or 
individual economic misfortune but to real estate 
investment, she asserts.
 “Very few of the foreclosures we’re seeing are 
caused by loss of income through job loss,” she 
says. “Speculators and developers make up the 
majority of the foreclosures at the moment, and 
that’s a totally different thing.”
 Clouds gather on the horizon if the national 
economy continues to drag local businesses down-
ward, however. “If the sectors outside construction 
continue to be stable and those jobs continue to be 
secure, there is no reason foreclosure rates should 
go up. If employers start to cut a lot of jobs, that’s 
when it might become spiraling,” she warns.
 One development trend that seems to be gain-
ing strength concerns remodels and additions. 
Permits for both were up in the residential and 
commercial sectors.
 “We’re seeing increased activity in remodels 
and additions as people decide to stay put a little 
more,” City Planning’s Epple — who has seen his 
staff reduced by a third in the past year — explains. 
“A lot of people seem to be deciding to work on the 
places they’re in rather than building new.”
 In addition, previously occupied commercial 
buildings — such as the old Bob Wards on West 
Main St., which now houses three new enterprises 

— are getting new leases on life as businesses 
choose to repurpose rather than build new. 
 “We’re seeing more reuse of older buildings,” 
says David Smith, president of the Bozeman Cham-
ber of Commerce. “And people seem to want to stay 
put where they are.”
 The downturn has also meant a decrease in 
some commercial rental prices, according to Dennis 
Hardin, president of the commercial real estate firm 
Hardin & Company, Ltd. And those cost savings 
could be continued, he says.
 “I’m encouraging people to negotiate longer 
rather than shorter leases,” Hardin explains. “If 
increases are annual and you start from a lower 
starting price, the longer you can carry that down 
the road, the better.”
 In general, Hardin says, the commercial real 
estate market in Bozeman has been stable and 
shows no sign of radical changes, even with the 
turbulent events of 2008.

 

“Bozeman commercial real estate has never really 
gotten out of sorts because of chasing some kind of 
elusive hyper market,” he says. “It never got away 
from us.”
 He acknowledges that the tail end of 2008 
was much slower than normal as local investors 
digested the negative national news and held on to 
their wallets. But, he says, early signs for 2009 seem 
to indicate a return to normalcy.
 “By the time that Christmas started to come 
along, the totality of everything that was going on 
seemed to have come to light,” he says. “There is 
a recession, and it’s going to be deep and go for a 
while. It won’t be a quick recovery. But people here 
seem to have resolved that they’re going to go on 
and do business anyway.” 

BOZEMAN’S BASE: GOOD AND BAD

 While development has slowed, that in turn 
has rippled through Bozeman’s other key economic 
sectors. The most immediate effect, of course, has 

been on construction and real estate, which has 
contributed heavily to a rise in unemployment 
throughout the greater Bozeman area. December 
2008 figures for unemployment put the number of 
jobless at 4.6 percent, up more than 2 percent from 
a year ago. The well-known Bozeman employee 
shortage is no more.
 Prospera’s Hietala says that the increase in 
unemployment is not surprising, given the national 
economic slowdown’s effects on local businesses. 
 “While the largest sector (in Bozeman’s econ-
omy), government agencies, will likely see little 
in job reductions and may even see increases, 
the second largest sector, retail, will certainly be 
affected,” he explains. “The third largest, construc-
tion, has already been affected severely. The fourth 
largest, accommodation and food services, is also 
being hurt.”
 In addition to direct hits to the construction 
industry, the local economy is also absorbing the 
impact of a decline in nonresident travel. The UM 
BBER estimates that 15 percent of Gallatin County’s 
economic base stems from such visitors, a reliance 
that bodes ill for the coming year. 
 The Bureau further asserts that the Bozeman 
area’s high-tech manufacturing industry — a sector 
that includes IT, biotech and electronics — is an 
area of concern. “During the 2001 recession,” the 
UM BBER Economic Outlook states, “there were 
significant employment declines among the ‘high-
tech’ firms in the area.”
 UM’s Polzin warned at their annual seminar 
that if the slowdown spreads into that sector, the 
local economy will be in worse shape. “I think our 
figure of minus .6 percent is probably too optimistic 
(in that case),” he said in a February article in the 
Chronicle.
 Still, not all the news is so alarming. The 
Chamber’s Smith notes that Montana State Uni-
versity continues to be a source of strength for the 
local community and adds that government and 
institutional projects such as the new elementary 
and middle schools, the wastewater treatment plant 
and the new jail will all have a positive impact on 
the economy.
 “When you see things like that happening, 
that’s government and institutions catching up and 
getting ready for the next wave of what is going to 
come to town,” he says. “And it is times like this 
that we should be reminded of and be thankful for 
MSU.”
 In general, growth in government — thanks 
in part to anticipated funding from the Federal 
Government’s economic stimulus programs — is 
a bright spot, with many local companies look-
ing to Washington and Helena for new business 
opportunities. 
 “We’ve seen a real increase in interest in 
contracting as a business strategy,” Hietala says. 
“Our Procurement Assistance Center has been very 
busy.”  continued on next page

with the worrying forecast, most also point out that business in the Gallatin Valley is not as 
dire as it is in some other places in the United States. 
 “The bad news needs to be tempered by the facts about our marketplace,” says Robyn 
Erlenbush, owner of ERA Landmark Real Estate, about the real estate climate in specific. “All 
the attributes that lead to a decline in a market have to do with out-migration, business climate, 
desirability of the community — none of those exist in Bozeman.”
 Larry Swanson, an economist and the director of the University of Montana’s O’Connor 
Center for the Rocky Mountain West, went further, asserting that Montana is one of the best 
places to be in a national recession. “It’s not going to be fun, but go compare it to Michigan, Las 
Vegas, Florida or most other areas and you’ll see just how we’re doing,” he said in a February 
8th article in the Montana Standard. 

DEVELOPMENT: A STEEP DECLINE

 Bozeman may be faring better compared to other locales, but the declines are significant 
when compared with the breakneck pace of the mid-2000s. 
 Offering just one stark example of the slowdown, director of planning for the City of Boze-
man Andrew Epple notes that in 2007, Bozeman saw 764 new housing units — a figure that 
itself was down from the all-time high of 955 in 2005. In 2008, only 242 new housing units 
came online.
 “It’s a pretty precipitous drop, but everyone in the industry is saying that we were over-
built,” Epple opines. “We’ve got a big supply of subdivided lots. This sort of correction was not 
unpredictable.”
 ERA’s Erlenbush agrees that finding a balance is key to the future health of the market.
 “What we have to look for as a trend is when our inventory levels stop increasing,” she says. 
“If we can stabilize our inventory levels and start to sell off our excess inventory, it will do two 
things — create buyer confidence and put prices on the up-trend.”
 She adds that in certain parts of the market, inventories have indeed begun to decline. 
“It’s not enough to be a full-fledged trend, and there are some sectors — vacant land especially 
— that will take a long time to work through,” Erlenbush says. 

The Gallatin Valley is not 
immune to the problems facing 
the larger economy, but many 
local business leaders say that 
things are not as bad here as 
they are elsewhere
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‘‘“Very few of the foreclosures 
we’re seeing are caused 

by loss of income through job 
loss. Speculators and 

developers make up the 
majority of the foreclosures 
at the moment, and that’s a 

totally different thing.”
— RoByn eRlenBush


